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BASIC FINANCIAL STATEMENTS 



SWAN CREEK TOWNSHIP, JAMES TOWNSHIP, AND 
VILLAGE OF ST. CHARLES WATER AUTHORITY 
 

 
PROPRIETARY FUNDS 

 

STATEMENT OF NET ASSETS 
March 31, 2005 

 
 
Assets:
Current assets:
Cash and cash equivalents 146,547$     
Due from other governmental units 32,205         

Total current assets 178,752       

Liabilities:
Current liabilities:

Accounts payable 24,271         

Total current liabilities 24,271         

Net assets:
Unrestricted 154,481       

Total net assets 154,481$     

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of these financial statements. 
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SWAN CREEK TOWNSHIP, JAMES TOWNSHIP, AND 
VILLAGE OF ST. CHARLES WATER AUTHORITY 

 
 

PROPRIETARY FUNDS 
 

STATEMENT OF REVENUES, EXPENSES, 
AND CHANGES IN NET ASSETS 

 

Year Ended March 31, 2005 
 
 
Operating revenues:

Intergovernmental:
Charges for services:

Water sales 293,166$     
Annual fees 9,000           

Total operating revenues 302,166       

Operating expenses:
Supplies 15                
Contracted services 1,721           
Purchase of water 293,166       
Telephone 1,722           
Insurance 3,838           
Utilities 1,513           
Repair and maintenance 2,250           

Total operating expenses 304,225       

Operating income (loss) (2,059)         

Non-operating revenues (expenses):
Investment income 1,613           

Total non-operating revenues (expenses) 1,613           

Net income (loss) (446)            

Net assets, beginning of year, as restated 154,927       

Net assets, end of year 154,481$     

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of these financial statements. 
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SWAN CREEK TOWNSHIP, JAMES TOWNSHIP, AND 
VILLAGE OF ST. CHARLES WATER AUTHORITY 

 
 

PROPRIETARY FUNDS 
 

STATEMENT OF CASH FLOWS 
 

Year Ended March 31, 2005 
 
 
Cash flows from operating activities:
Intergovernmental receipts 291,945$     
Cash payments to suppliers for goods and services (302,170)     

Net cash provided (used) by operating activities (10,225)       

Cash flows from investing activities:
Interest received 1,613           

Net cash provided (used) by investing activities 1,613           

Net increase (decrease) in cash and cash equivalents (8,612)         

Cash and cash equivalents, beginning of year 155,159       

Cash and cash equivalents, end of year 146,547$     

Reconciliation of operating income (loss) to net cash
provided (used) by operating activities:

Operating income (loss) (2,059)$       
Changes in assets and liabilities:

Due from other governmental units (10,221)       
Accounts payable 2,055           

Net cash provided (used) by operating activities (10,225)$     

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of these financial statements. 
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NOTES TO FINANCIAL STATEMENTS 



SWAN CREEK TOWNSHIP, JAMES TOWNSHIP, AND 
VILLAGE OF ST. CHARLES WATER AUTHORITY 

 
 

NOTES TO FINANCIAL STATEMENTS 
 

March 31, 2005 
 
 
 

NOTE 1:  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

 
The accounting policies of the Swan Creek Township, James Township, and Village of St. Charles Water 
Authority conform to accounting principles generally accepted in the United States of America as 
applicable to governmental units.  The following is a summary of the significant accounting policies: 
 
Reporting Entity: 
 

The Swan Creek Township, James Township, and Village of St. Charles Water Authority was created in 
December, 2001 by the three constituent municipalities under the provisions of Act 233, Public Acts of 
Michigan, 1955 as amended.  The Water Authority was created to administer and operate the water main 
supply system which provides the water supply for the three municipalities.  The Water Authority 
superseded the James Township, Swan Creek Township, and St. Charles Village Water Supply District 
which was established by the Saginaw County Board of Commissioners by a resolution adopted June 10, 
1969.  The Water Authority took over operations from the Water District as of January 1, 2002.  The 
governing body of the Water Authority is a Board of Commissioners which is made up of two voting 
representatives from each municipality for a total of six board members. 
 
In accordance with generally accepted accounting principles and Governmental Accounting Standards 
Board (GASB) Statement No. 14 these financial statements of the Water Authority include all activities 
for which the Authority has oversight responsibility.  The criteria established by the GASB for 
determining the reporting entity includes oversight responsibility, fiscal dependency, and whether  
the statements would be misleading if data were not included.  The Authority has determined that no 
outside agency meets the above criteria and, therefore, no other agency has been included as a blended or 
discretely-presented component unit in the Authority’s financial statements. 
 
Measurement Focus, Basis of Accounting, and Financial Statement Presentation: 
 
The Authority engages in only business type activities. 
 
The accounts of the Authority are organized on the basis of a proprietary fund type, specifically an 
Enterprise Fund. The operations of this fund are accounted for with a separate set of self-balancing 
accounts that comprise its assets, liabilities, net assets, revenues, and expenses.   
 
The financial operations of the Authority are reported using the economic resources measurement focus 
and the accrual basis of accounting. Under this method, all assets and liabilities associated with its 
operations are included on the statement of net assets.  Revenues are recorded when earned and expenses 
are recorded when a liability is incurred, regardless of the timing of related cash flows.  
 
Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally 
are followed to the extent that those standards do no conflict with or contradict guidance of the 
Governmental Accounting Standards Board. Governments also have the option of following subsequent 
private-sector guidance for their business-type activities and enterprise funds, subject to this same 
limitation. The Authority has elected not to follow subsequent private-sector guidance. 
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SWAN CREEK TOWNSHIP, JAMES TOWNSHIP, AND 
VILLAGE OF ST. CHARLES WATER AUTHORITY 

 
 

NOTES TO FINANCIAL STATEMENTS, CONTINUED 
 

March 31, 2005 
 
 
The Authority distinguishes operating revenues and expenses from non-operating items.  Operating 
revenues and expenses generally result from providing services in connection with principal  
ongoing operations.  Operating revenues represent billings to administer and operate the water main 
supply system which provides the water supply for the three municipalities. Operating expenses include 
the cost of water, administrative expenses, repairs and maintenance, and depreciation on capital assets. 
All revenues and expenses not meeting this definition are reported as non-operating revenues and 
expenses. 
 
Assets, Liabilities and Equity: 
 

Deposits – Cash and cash equivalents include cash on hand, demand deposits, certificates of 
deposit and short term investments with a maturity of three months or less when acquired.  

 

Due from other governmental units – All receivables are reported at their gross value and, where 
appropriate, are reduced by the estimated portion that is expected to be uncollectible. 

 

Capital assets – The Authority has no capital assets to report.  The Authority administers, operates 
and maintains the water mains for the three participating units.  The capital costs of these main lines 
have been recorded and depreciated separately by each of the three units. 
 

Use of Estimates: 
 
The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect certain 
reported amounts and disclosures.  Accordingly, actual results could differ from those estimates.  
 
 
 

NOTE 2:  DEPOSITS  
 

 
The Authority’s deposits at March 31, 2005 are included in the statement of net assets under the 
following categories: 
 

Cash and cash equivalents 146,547$        
 
Deposits: 
 
The breakdown in deposits for the Authority is as follows: 
 

Bank deposits (checking accounts, savings accounts,
and certificates of deposit) 146,547$       

 
The deposits of the Authority were reflected in the accounts of financial institutions (without recognition 
of checks written but not yet cleared or of deposits in transit) at $146,547, of which $100,000 is covered 
by federal depository insurance and the remainder was uninsured and uncollaterized.  The Authority 
believes that due to the dollar amount of cash deposits and the limits of the FDIC insurance, it is  
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SWAN CREEK TOWNSHIP, JAMES TOWNSHIP, AND 
VILLAGE OF ST. CHARLES WATER AUTHORITY 

 
 

NOTES TO FINANCIAL STATEMENTS, CONTINUED 
 

March 31, 2005 
 
 
impractical to insure all bank deposits.  As a result, the Authority evaluates each financial institution with 
which it deposits Authority funds and assesses the level of risk each institution; only those institutions 
with an acceptable estimated risk level are used as depositories.   
 
Deposits have been made in accordance with statutory authority. 
 
 
 

NOTE 3:  RISK MANAGEMENT 
 

 
The Authority is exposed to various risks of loss related to torts, theft of, damage to, and destruction of 
assets, errors and omissions, and natural disasters.  The Authority has purchased commercial insurance to 
cover any potential claims associated with these risks.  Settled claims relating to the commercial 
insurance have not exceeded the amount of insurance coverage in the past three fiscal years. 
 
 
 

NOTE 4:  CONTRACTS AND COMMITMENTS 
 

 
The Authority has entered into various contracts as follows: 
 
 • Water Supply Services – The Authority contracts with the City of Saginaw for its water supply 

needs. 
 

 • Service Contracts – The Authority contracts with each of the constituent municipalities to provide 
services. 

 
 
 

NOTE 5:  PRIOR PERIOD ADJUSTMENTS 
 

 
Accounting Change: 
 
In June 1999, the Governmental Accounting Standards Board (GASB) unanimously approved Statement 
No. 34, Basic Financial Statements – and Management Discussion and Analysis – for State and Local 
Governments (Statement).  The Authority is required to implement the new requirements for the year 
ended March 31, 2005.  The more significant of the changes to the financial statements as a result of the 
Statement are as follows: 
 
For the first time, the financial statements will include: 

 

• The statement of net assets 
• The statement of activities 
• The statement of cash flows prepared using the direct method instead of the cash flow method. 

 
The Authority previously reported a balance sheet and statement of revenues, expenditures and changes in 
fund balance. 
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SWAN CREEK TOWNSHIP, JAMES TOWNSHIP, AND 
VILLAGE OF ST. CHARLES WATER AUTHORITY 

 
 

NOTES TO FINANCIAL STATEMENTS, CONTINUED 
 

March 31, 2005 
 
 
Change in Fund Type: 
 
In prior years, the operations of the Authority were presented as a governmental fund.  Because of 
reporting changes brought about by GASB Statement No. 34, it has been determined that the operations 
of the Authority should be presented as a proprietary fund type, specifically an enterprise fund.   
 
This change has no effect on Authority’s fund equity.  
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